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To; LINDSAY, RONALD[RONALD.LINDSAY@scana.comj
From: BYNUM, ALVIS J JR
Sent: Thur 9/5/2013 7:SKR33 PM
Subject: Fw: Fwd: Meeting with SCANA and Santee Cooper

Al gynum

From: Pelcher, Steve [mailto:stephen.pelcherosanteecooper.corn]
Sent: Thursday, September 05, 2013 07:20 PM

To: BYNUM, ALVIS 3 JR
Subject Fwd: Meeting with SCANA and Santee Cooper

Stcphcn Pclchcr

Begin fomvardcd message:

Eront: "Carter, Lonnien &lonnie carter santcecoo cr com)
Date: September 5, 2013, CE23:27 PM EDTr: "MARSH. KRVI~ n" ~KMIARS ~ «
Cc: HBrogdon, James" &'im broaden r santcccoo cr com)
Subject: RE: Meeting ivith SCANA and Santee Cooper

Kewn,

Thanks. I believe your letter is clear and expresses the urgency well. I can make all of
the dates you have given them work.

Let me know when we can get together with our teams to consider our options and
chart a course to get them back on schedule. My folks have been meeting and
considering various options that we would like to discuss with you and your team. One
thing they brought to my attention today is that SCANA has outside counsel with
construction litigation experience (Smith Currie and Hancock?). I assume they would
likely represent SCANA and Santee Cooper in any litigation. If that is the case, I

recommend we get them involved. We need their advice before we meet with Roderick
and Asherman.

I hope you hear from these guys before close of business tomorrow. If you don', that
will be a really bad sign.

Please call me when you hear something or have a suggested time for us to meet.

Thanks,
Lonnie

Cnnadnnnni Foaenaoais



ORS EXHIBIT GCJ - 12 
Page 250 of 274

ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber24

10:06
PM

-SC
PSC

-D
ocket#

2017-370-E
-Page

2
of26

From: MARSH, KEVIN 8 [m il o:KMA H can . om]
Sent: Thursday, September 05, 2013 S:29 PM

d uv» i .; rmhh i.
Cta Carter, Lonnie; BYRNE, STEPHEN A; ARCHIE, )EFFREY 8; BYNUM, ALVIS ) )R; LINDSAY,

RONALD; ADDISON, )IMMY E
Subject: Meeting with SCANA and Santee Cooper

Dear Danny and Phil,

I requested a meeting with both of you two weeks ago to discuss the status of our
nuclear project. We and our partner Santee Cooper continue to have serious concerns
about the consortium's ability to deliver modules from the Lake Charles facility. The
consortium is now in its third year of unsuccessful attempts to resolve its manufacturing
problems at the facility which continue to impact our project negatively. Your missed
deadlines put potentially unrecoverable stress on the milestone schedule approved by
the SC Public Service Commission. I don't have to remind you that continuing delays
and cost overruns are unacceptable from a public perspective and could have serious
effects. We need to meet.

Please consider 9/13 at 10am or after, 9/16 at 3pm, 9/18, or 9/20 as potential dates for a

meeting. You can fly to our hanger at the Columbia Airport and we will meet in the
conference room.

Thank You.

Kevin Marsh
SCANA Corportation
803-217-8097

Confidenhality Nobce
This message Is Intended exclusively for the Irldividual or entity to which It is addressed. This communication may contain informaeon

that is propnelam pmnleged, confidenhal or otherwise legally exempt from disclosure if you are not the named addressee, you are nol
aulhonzed to read, pnnl, retain, copy or disseminate this message or any part of it. It you have received this message in error, please
notify the sender immediately either by phone or reply lo this e-mail, and delete aa copies of this message.

Conlidenual F000000019
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INTER-OFFICE COMMUNICATION

Date: October 21, 2013

To: James E. Bragdon, Executive Vice President and General Counsel
Steve Pelcher, Deputy General Counsel, Nuclear and Regulatory Compliance

From: Lonnie N. Carter, President and Chief Executive Officer

Subject; Consortium Meeting regarding Summer Units 2 and 3 on September 18, 2013

Kevin Marsh and I met with Consortium CEO's to discuss the schedule of module and
submodule completion for Summer Units 2 and 3. Santee Cooper and SCANA requested the
meeting three weeks earlier to express concern regarding the late delivery at the point of the
meeting of 15 submodules from Lake Charles. Attending the meeting for SCANA was Kevin
Marsh, Chairman and CEO. I represented Santee Cooper. Representing Toshiba was Chairman
Shigenori Shiga. Representing Westinghouse was Danny Roderick, President and CEO, Mark
Morant and another gentleman, who was not identified until later in the meeting. He was there
not as part of our meeting but another meeting they were traveling to after ours. Representing
CB&l were President and CEO, Phil Asherman, Executive Vice President, Luke Sorenson, Lasa
(not familiar with his first name), COO, and Jeff Lyash.

Kevin Marsh started the meeting by expressing our concern that CB&I was failing to deliver
submodules to the site as provided in their April 9, 2013 schedule. He reminded them that
Santee Cooper and SCANA had agreed to wait until CB&l was able to evaluate the
circumstances at Lake Charles before providing the schedule following their acquisition of
Shaw. That schedule was provided on April 9a and was the basis for the request by SCANA
and Santee Cooper to provide a revised overall project schedule. That revised schedule
provided for Summer Unit 2 to come on line between December 2017 and March 2018.
Summer Unit 3 would follow approximately 12 to 15 months later. SCANA announced the
revised schedule at its Analyst Day presentation on June 5, 2013 and Santee Cooper also
began using the revised schedule in its discussions with investors and in its official statement for
bond offerings. As of the date of our meeting, CB&l and the Consortium has failed to deliver 15
submodules. These submodules are critical for the completion of module CA20. According to
the June 2013 schedule, module CA20 must be set by the end of October 2013 in order to
remain on the current schedule.

Both Kevin and I explained our grave concern regarding the inability of CB&l and Lake Charles
to deliver submodules as scheduled. We pointed out that Santee Cooper and SCANA had been
working with Shaw and now CB&l for almost three years in order to make sure that the
submodules could be delivered timely. During that time, at a series of meetings Shaw/CB&l
gave us plans and assurance that they would take the necessary steps to deliver modules in a
timely manner. Their failure to provide modules on a timely manner is now having a cntical
impact on the project and if not addressed immediately could mean that our organizations would

e orce o a e res icac ion. evtnan wen on onoe a we avereceive somanynew
schedules that they are meaningless. We have no real confidence in their ability to provide
modules as scheduled. We have reminded them that we have given CB&l additional time after
their acquisition of Shaw to determine an accurate schedule for delivering modules. Now this

Confidential Treatment Requested by Santee Cooper ORS 00065013
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James E. Brogdon
September 26, 2013
Page 2

information has been provided to analysts and potential investors. The Consortium's
commitment to addressing the issues has very low credibility with our organizations. Our
expectation is that the Consortium, CB&l, and Westinghouse, will correct these problems in a
timely fashion so that they can get the project back on schedule and meet the December 2017
substantial completion date. We made clear that this was our expectation that the June 2013
project schedule would be met and the Consortium would use whatever resource necessary to
meet such schedule. We reminded them that we had not agreed to the delay that brought us to
this schedule nor would we be willing to provide any additional compensation. Kevin reminded
them that the July 11, 2012 change order provided additional compensation for module design
and fabrication issues but fixed the cost of such modules to the project, meaning that CB&l had
assumed the liability for any and all future costs associated with module fabrication including
delays. We further explained that this project receives very dose scrutiny from the financial
community, regulators, and our customers. There is a very close watch on schedule, budget,
and cost overruns. The recently announced delay in June exacerbates these concerns. Any lack
of module deliveries in August and September is unacceptable coming just weeks after
receiving a revised project schedule. Our expectation is that the Consortium will correct these
problems and get the project back on schedule.

I pointed out that Santee Cooper is in the process of preparing to enter the financial market to
issue some additional long term debt with longer maturities. Santee Cooper must be prepared to
explain the schedule and would have to disclose any items or any matter or issue which was
potentially having a material delay on the project schedule. Kevin indicated that SCANA would
likely be in the market in October as well. I requested that the Consortium provide Santee
Cooper and SCANA a letter setting forth their view of where they were on the schedule.

Both Kevin and I pointed out that failure to deliver the modules on schedule would be received
poorly by the financial community and regulators. The regulators likely would not approve
further delays or costs increases and the financial community would not likely lend additional
money at competitive interest rates. Therefore, it is imperative that the Consortium stick to the
schedule and budget for the project. I believe judging from the reactions of Phil Asherman and
Danny Roderick that they were not aware of how dosely monitored the schedule and cost are
and how those could potentially lead to the cancelation of the project.

Luke Sorenson spoke up and indicated that they believed that the project was on schedule.
CB&l recognized some of its issues regarding the manufacturer and fabrication of modules at
Lake Charles. He indicated that all of the submodules for CA20 would be received at site ready
for assembly by October 25'". He further indicated that in the next six weeks, 14 key modules
would be delivered to the site and ready for use, 6 modules would be fixed at the site; these are
the so called Legacy modules from Lake Charles, 6 modules would come from Lake Charles.
The October 25 delivery date should allow for CA20 to have a "hook date" of January 14'". Jeff
Lyash spoke up and indicated that they still believe that the December 2017 substantial
completion date is achievable. The Consortium, in particular, CB&l are on course and taking
actions to make this schedule.

Confidential Treatment Requested by Santee Cooper ORS 00066014
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James E. Brogdon
September 26, 2013
Page 3

The group of Consortium representatives began to explain themselves, they indicated that they
recognized when they provided the revised schedule for modules on April 9, 2013 that
additional manufacturing capability was necessary to meet the schedule. CB&l has been in the
process of identifying additional manufacturing capacity. They indicated they had qualified five
potential suppliers and were negotiating with one of these third parties to provide additional
manufacturing and fabrication. All of these suppliers are currently nuclear qualified, It was
unclear to me as to whether all of the suppliers were domestic although several clearly were. In
addition to this additional help, they have engaged Electric Boat. Although, my understanding is
Electric Boat is not doing certified nuclear work.

Luke Sorenson indicated that as they begin to work on CA01 submodules, one of those
modules takes up almost the entire Lake Charles facility. This was cited as the reason for
needing to ship the so called Legacy modules still requiring some additional minor work or
paperwork associated with them prior to their being able to be turned over to the site for
inclusion. Minor work was indicated as very small welding or grinding or in some cases simply
just paperwork. I expressed my doubts regarding the so called legacy modules. I pointed out
that if these matters are so simple why it has taken them so long to correct them and get these
modules to the site. The indication was given that the Consortium needed to put primary focus
on getting modules complete and that they would continue to work on getting the Legacy
modules complete and ready for assembly at the site. Their assessment is that this can best be
accomplished by moving these modules out of Lake Charles, providing the additional space
there for a manufacture of other modules need for CA01. The more simple tasks needed for the
Legacy modules would be more efficiently done at the site. Kevin and I both stated that this was
being done at their direction and their expense and they were to keep them separate and apart
from any of the activity currently ongoing at the site.

Since the Consortium (Roderick, Asherman, and Lyash) indicated they believe the project
schedule was still very makeable and they were taking the appropriate actions (e.g, procuring
other suppliers, reorganizing work fiow, correctly network, freezing design changes) to ensure
that this schedule was met, I asked the Consortium to provide SCANA and Santee Cooper with
a letter detailing just such. I also asked that they provide a detailed schedule that would allow
Santee Cooper and SCANA to see weekly the actual module schedules to be delivered in order
to meet the schedule they were currently on and how this would ultimately dovetail in to the
existing schedule and allow them to get back on schedule. Phil Asherman and Danny Roderick
agreed to provide such letter and provide two schedules. The first schedule is a so called level
one schedule that would show how the overall project is expected to be met with Summer Units
2 and continue to bring Unit 3 online within in 12 to 15 months of Unit 2. They also agreed to
provide a granular schedule which according to them will show daily schedule deliveries for
CA01 and CA20. Kevin and I accepted this commitment and encouraged them to get it to us
right away. Danny Roderick indicated that the schedule would be forthcoming but certainly
within a week.

Shiga reported that Toshiba has been providing and continues to provide some oversight to
Westinghouse and CB&l in the way of expertise, scheduling and sequencing. They are also

Confidential Treatment Requested by Santee Cooper ORS 00065015
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James E. Brogdon
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providing additional help for the nuclear island and turbine building. He indicated that Toshiba
understands their liability to SCANA and Santee Cooper. Also, Toshiba is providing engineering
and support to ensure that the project stays on schedule. He also indicated that Toshiba will be
bidding as a third party on the additional module manufacturing capability.

I reminded the group that these developments while sounding positive quite frankly were as we
pointed out at the beginning of the meeting not considered reliable. They had not met prior
schedules. However, I was willing to accept them as information and proceed as they indicated.
We expected to receive the letter including both the level one and granular schedule right away
as we would be in the financial market right away. I also encouraged them (Kevin supported) to
communicate directly with Kevin and I if they were unable to meet any of the schedules that
they have provided regardless of the reason. Both Asherman and Roderick agreed that such
communication should take place and this might have alleviated some of the concern expressed
by us today. I provided them with my business card which contains all of my contact information
including my mobile phone and encouraged them to contact us. They indicated they had the
same information for Kevin. That way they would know first-hand from them what their
organizations were completing.

Kevin asked the Consortium to review the cash flow projections for the project and to revise the
projections as warranted. He noted that the current projections did not reflect the December
2017 schedule. This was an issue with South Carolina Public Service Commission. The
Consortium agreed to review and revise as necessary. No time frame was given to complete
this task.

Kevin went on to express concern regarding the management capabilities in that at Lake
Charles. He indicated that their assessment was that the person managing that facility needed
to have prior nuclear experience, particularly nuclear certification type experience.

Everyone, except for the CEO's from the five companies were excused and left the room.
Asherman, Shiga, Roderick, Marsh and I remained in the room for a private conversation. CB&l
indicated plans to replace the management at the Lake Charles facility with someone who has
nuclear certification experience. They pointed out that their reason for hiring Jeff Lyash, a
former Progress Energy employee, was for the purpose of adding nuclear experience to their
management team. They also indicated that Lee Presley will be on site at Jenkinsville and has
nuclear experience. CB&l will look for additional talent. This is a result of Bill Fox's recent
resignation. During the private meeting of just the CEO's both Kevin and I reiterated very
forcefully our concern regarding their ability to meet the schedule and expressed our insistence
that they take whatever steps are necessary to develop the modules and to keep the project on
schedule and within the approved budget. They all agreed that this was paramount, They
understood the seriousness of not meeting the schedule better and that they would take
whatever steps were necessary to get back on schedule. They believe that they are taking such
actions. They also understand that we will be watching carefully and that if necessary we will
take whatever measures available to us to protect our organizations and our stakeholders. The
parties agreed that we would meet more frequently, either in person or by phone and that such

Confidential Treatment Requested by Santee Cooper ORS 00065016
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September 26, 2013
Page 5

meetings would be taking place monthly. Danny Roderick took the assignment to set up the
next meeting, which the parties agreed would be sometime between October 25a and the end
of October. This timing was picked because all of the submodules necessary for CA20 were
committed by this time.

As I indicated to the attendees, I remain skeptical as to whether the information provided by the
Consortium can be relied upon. We made clear, Kevin and I, that we would monitor their
progress weekly and would take whatever actions were necessary to protect our organizations
and our customers.

As the meeting was wrapping up, Phil Asherman handed out the attached presentation titled
"SCANA Executive Briefing Lake Charles Modules 18 September 2013". There was no
discussion of this material.

If you have any questions or need clarification on any of the points above, please let me know.

LNC:alh

Attachment

cc: Richard Lorenzo

Confidential Treatment Requested by Santee Cooper ORS 00065017
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POWtA FOR L V a
santse cooper"

Philip K. Asherman
President & CEO
CB&l
One CB&l Plaza
2103 Research Forest Drive
The Vyoodlands, TX 77380

May 6, 2014

Danny L. Roderlck
President 8 CEO
Westinghouse Electric Corporation
1000 Westinghouse Drive, Suite 100
Cranberry Township, PA 16066

Subject: V.C. Summer Units 2 and 3 Guaranteed Substantial Completion Dates

Reference: (1) Engineering, Procurement, and Construction Agreement for AP
1000 Nuclear Power Plants, Dated May 23, 2008 — V.C. Summer
Units 2 and 3

(2) VSP VSG 002024, dated August 6, 2012

Gentlemen:

On May 23, 2008, we executed the EPC Agreement with the Consortium for
Units 2 and 3 at our V.C Summer nuclear facility. That was an historic day for our
companies. We would like to believe that it was equally significant to you. Together, we
helped kick off what we continue to hope will be a new wave of nuclear construction in
this country.

The V.C. Summer facility offers the best template for future projects, Although
you signed EPC agreements with two other utilities at about the same time, both of

CONFIDENTIAL SCANA RP0304602
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Philip K. Ashennan
Danny L. ftoderfck
IViay 6, 2014
Page 2

those projects are current/ embroiled ih major Ilggation. We chose a dilferent path. We
resolved to work with you amicably, believing that building the project, cooperatively, on
time and on budget, would be in the best interests of all involved.

The events since May 23, 2008 have tested our resolve. In this letter, we will

review certain of those events for the benefit of your ctarent management. Wa believe
that such a review is called for because of the many turnovers in your management
since May 28, 2006. With erie possible exception, no one fi om your two oompanies who
attended the signing ceremony is still involved in the project. Since fhen, Westinghouse
has had et least two presidents, three project Directors, and two Commercial Directors.
Shaw was acquired by CBS I, and has had comparable fuinover„with five Commercial
Directors, two Project Directors and two Construction Managers.

Before. reviewing the relevant events, we wish to share with you our view that the
management tumovers have been accompanied by a change in attitude. Senior
managers who began the project appe'ared to appreciate the significance of the task to
our customers. and to the nuclear community at large, and exhibited a commensurate.
dedication. Events indicate that this has been replaced by a different atgtude, one that is
less focused and seems intent on taking advantage of our cooperative nature.

We should also mengon that we have noted the evident detarroration. of the
relationship bebveen senior management at Westinghouseand Shaw/CBSI. Repair of
that relationship will likely be necessary if you are to satisfy our concerns. As e
Corrsoitium, the bvo 6rms are jointly and severally liable to us, It does not matter to us
which of you caused a specific problem. We look to both of you to remedy all fhe
Consortium's deficiencies.

We regret that this letter is necessary and regret its length. Your poor
perlbrmance has made both necessary. A complete description of our grievances would
make this letter even longer,. Coi}sequently„, we have chosen to focus on the events and
issues concerning the structural modules, primarily CA-20 and CARI, as well as certain
design issues, and their combined effect on the expected completion date, and cost of
the project, We aelested these examples tc illustrate our dissafisfaction. They are not 'an

exhaustive listing of your every shortcoming.

L THE EP AG E ISENT STAB ISH D J HEDU E

The EPC Agreement stated the Consortium's commifment to meet following
dates for Unit. 2:

CONFIDENTIAL SCANA RP0304603
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Danny L. Rodertck
May 6, 2014
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To meet these dates. It was essential that the Consortium timely complete
module fabrication, delivery, and assembly. The Consortium selected Shaw Modular

Solutions, LLC ("SMS"), sn afftliate of the Consoitium, as the module fabdcator;

Problems with SMS's work began almost immediately, Tha NRC attempfed to inspect
the SMS facility betWeen January 10 and 12, 2011, but the inspection had te be.

"terminated early because of'the cunerlt status of activities at SMS." To the NRC*s

apparent surprise, SMS had not yet made enough progress to make sn inspection

worthwhile.

By letter dated February 22, 2011, SMS advtsed the NRG of its expectations for
module production and shipment, as follows.

SMS expects to be at a high level of production of structural modules in

early June 2011. SMS expects that shipment of the first structural sub-
module vql occur the end cf June 2011.... If schedule changes are
necessary, SMS will promptly notify the NRC,

Slvis did ret mast these module production'and shipment dates, we are unaware if it

gave the NRC the promised notice of these failures.

The NRC returned to inspect the SMS site between November 14 and 18„2011.
That inspection led to a "Noyes of Nonconfbnnance," dated January 6, 2012, based on
deficiencies irr SMS's quality assuranoe program. The Notice of Noncorrformance
stated.

Dun'rig this inspection, fhe NRC inspection team found that the
implementation of your quality assurance program failed to meet certain
NRC requirements which were contractually imposed on you by your
customers or NRC licensees. Specifically, the NRC inspection team
determined that SMS wss not fully implementing its quality assutance
program in the areas of training, design control, procurement docurrient
control, control of special processes, control of measudng snd test
equipment, control qf nonconforming items, and corrective actions
consistent arit regulatory and contractual requirements, snd applioable.
implementing procedures.

CONFIDENTIAL SCANA RP0304604
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If. THE AUGUST 8 2812 AGREEMENT CHANGED THE GUA NTEED
SUBSTA TIAL QlWPLETION DATES

By July 7, 2012„only 21 of 72 CA-20 submodules had been delhrared to the site.
Despite the poor progress, you assured us that you had resolved the module production
problems. This led to, the Agreemant.ofAugust 6, 2012'.

The 2012 Agreement recites that it resolved several pending change order
requests. An additional motivation for us was to enable. you to put the past module
Issues behind you and have a fresh start. Section IV.A of'that agreement established
the following revised guaranteed substantial completion dates:

Activi
Guaranteed Substantial Com letion March 15, 2617 Ma 16, 018

After execution of the 2012 Agreement, you had no one td blame but yourselves
for future module delays. Section IV'.D of the 2012 Agreement made clear that future
module delays would be your sole responsibiiiiy, It stated in pertinent part;

Except as otherwise provided for in Article g of lhe EPC Agfealnent or
Section XILD of this Agreement, Contractor will not submit further Change
Orders for any impacts to Project Schedule or Contract Price associated
with Structural Module schedule delays and agrees that such further
schedule delays will be the responsibiTity. of Contractor.

Although the parties released certain claims against each other in the 2912
Agreement, Section XII.D of the agreement stated that our release did not apply to any
claims."that may arise hereunder from Contractor's failure to deliver the Structural
Modules referenced in Section III.C of this Agreement, sc as.to aohieve" the revibed
Guaranteed Substantial Completion Dates.,

The 2012 Agreement imposed on the Consortium certain additionai scheduling
obligabons to:enable us to monitor module progress. Section IV.D of that 'agreement
stated

In order to measure impacts to the Project Schedule associated with
Structural Module delivery, Contractor agrees to provide a dafailed
Structural Module delivery and assembly baseline schedule within 30
calendar days of'he execution of this Agreement and to report actual
progress against this schedule on at least a monthly basis.

CONFIDENTIAL SCANA RP0304605
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The Consorfium prepared the new baseline schedule fqr module defnrery and assembly,
as called for. in this Agreement, but it has not provided the 'monthly progresa rePorts.

ln sum, the Consorbum decided to engage SMS, an afNiated enNy, as the.
mod'ule fabrication subcontractor. SMS proved tb be neither equipped nor quallid to
produce the. modules. Nevertheless, in July 201 2, vve worked with you arnicabiy by
allowing you additional time that was made necessary, at least iri Part„by SMS's poor
performance. In exchange, you agreed that you woukt not be entitled to any additional
time extensions due to future meduie delays.

ill. IIIIQDULE DEL 8 C NTINUED AFTER T E 2012 AG EIIIIENT

Despite the Consortium's assurances, module production did not improve after
the 201 2 Agreement. T)te Consortium issued a module delivery, and assembly baseline
schedule, dated August 10, 2012, as called for in the 201 2 Agreement. That schedule
contained a series of milestone dates, including the following on-hook dates for CA-20

and CA-01'.

The Consortium has:not met these on4rock dates or any other milestone dates in that
schedule.

A. d e Status In Se tember 20'l2

As of September 27, 201 2, at least thirty of the milestone dates had already
come and gone wWhaut completion of the associated mgestone evenL Qy that time, only
31 of the?2 sub-modules for CA-20 had been delivered to the site. As a result of the
module production and delivery delays; we wrote 'to ycu on September 2?, 2012. That
letter stated:

Due to the current status of the structural modules, the Owner rerrelns
concerned that the late fabrication, delivery, and installation. of structural
modules will impact the Cotsortiurn's ability to meet the critical path
schedule date of January 28, 2013'cA20 on-hook date), and eventually
to meet the revised Unit 2 Guaranteed Substantial Completion Date
(GSCD) and possibly the Unit 3 GSCD, The Owner requests the

'hja.date wee incorrect. The letter should have referenced e January 1 9, 2018 CA-20 en hook date,

CONFIDENTIAL SCANA RP0304606
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Consortium continue ta provide structural module status updates during
the weekly project review meetings and other status updates as previously
agreed. Also, beginning no later than October 10, 2012, provide bi-wsskfy
written status updates on the fabrication, deliVery, and installation of ths
structural modules, including information on any structural mqduls issues.
Finally, the Owner requests the Csnsorhum review with ths Owner the
Consortium's documsntsrf contingency plans concerning the structursf
modules prior to October 19, 2012. These contingency plans should
include, at a minimum, actions ta be token by the Consortium to meet
currently scheduled structural modules CA01-CA06 and CA20 on-hook
dates and installation dates to support ths Project schedule.

The Consortium drd not comply Wftft any of these requests,

As of September 2012, you had still not resolved your NRC issues. Ths NRC

performed an unannounced Inspection on September 10-14, 201 2, which led to another
"Nobce of Noncanformance" arising out of deficiencies in SMS's quality assurance
progi'am. The NRC documented this in its, letter of October 24, 2012, which stated:.

Durmg the inspection, the inspectors found that the irnpfsmsntation of your
QA program did not to meet jsicj certain NRC rsqufrsments imposed, on
you by your customers or NRC licensees, Specifically, SMS failed to
promptly correct conditions adverse to quality and significant questions
adverse to quality,, failed to effscthrsly implement a correchve action
regarding documentation of late. entries. in s quality records procedure,
failed to preclude recurrsncs of signiffcant conditions adverse to quality
related to fdentificatian and control of items„snd failed to perform
adequate corrscbve actions associated with a nonconformance identified
during a previous NRG inspection.

shorfly after this, the NRG advised DB61 afa "chilled work environmsnP at the Lake
Charles facflity, which was causing employees to &lieve that they "are not free to raise
safety concerns using ail avallabls avenues'nd that 'individuals have been retaliated
against for raising safety concerns."

B. Il uls &atua fn March 2013

By Marsh 6; 2013, only 40 of the 72 sub-modules for CA-20 hsd been received,.
At our request, a meeting ta discuss module production was held anfong skscutivs
officer ih Columbia on April g, 2013. Westinghouse did not attend the meeting, but
CBSI was there snd it promised that the Consortium would deliver four modules in the

CONFIDENTIAL SCANA RP0304607
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second quarter of 2013, 40 modules io the third quarter, and 39 modules in the fouith
quarter. It also informed us of a sfgnNcant delay in the on-hook dates, as follows:

The. Consortium missed the revised CA-20 on-haak date of Qctaber 31, 2013 and, as of
today, has yet ta reach this milestone. The Consortium is also nat an schedule to meet
the revised CA-01 orl-hook date of September 4, 2014,

0; Nodule 8 u I 13

By May 25, 2013, the Consarttum had delivered anfy 41 of the 72 cA-20 sub-
madales. And it had delivered only one of these irr the preceding eleven weeks..

D. The onso u e ortedSch dulaDela eln J e 013

On June 5, 2013, SCE8 8 publicly disclosed your statement to us that you would
nat be abls to rheat the Iequired compfetfon dates. in the 2012 Agreement We reported
your estimate that camplegan of unit 2 would'ccur in either the fourth quarter af 201 7
or the first quarter of 201 8 and your estimate that Completion of und 3 would be
similarly da!ayed." Due ta these delays„wa also reported that SCESG's 5588 cost of

the project could increase by $200 million. We noted that these schedule changes and
cost increases resulted from "delays in the schedule for fabrication and delivery of sub-
modules tor the navr units."

E. Nodule In Jul 20 3

We saw no improvement over the next several months, By July 1.8, 2013, the
Consortium had delivered only ¹4 of the 72 CA-20 aub-modules. This means that it had
delivered only three madules in the preceding 11 weeks.

On August 7, Wa sent you another letter akpreaaing our concerna about delays.
On September 17„you advised us that, uniess, we abjacted, you would move dfe work
of completing some CA-20 sub-modules from Lake Charles ta the site. Your proposal
was to move the uncompleted sub-modules into a temporary, onsfte quarantine area to
compfete document processing and make minor repafrs, We responded that wa would
nat interfere with your decisions about how best to perform the wark.

CONFIDENTIAL SCANA RP0304608
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F, he Conaorti Re arts Further Sch du e D la I

g048

on september "l8, 2013, the executives of all involved companies met in

Columbia. That meeting resulted in a September 25 letter from you, which included a
schedule showing the following activities and dates:

Your letter also stated that;

The Unit 2 CAQ1 sub-module delivery schedule is being reviewed to
incorporate the latest information arid will be transmttted to you by
October2, 2013. We have scheduled a management meeting
October', 2Q13, to re~iew these deliverables with your team.

The promised October 2 letter and schedule showed that all CA-20 sub.-modules
would be delivered by November 4, and CA-01 sub-module shipments would extend
between November 3, 2013 and July 18, 2014. The letter end schedule also introduced,
for the first time, a CA-.20 "minimum configuration" concept that we believe. has the
potential to further impede your ability to achieve timely project completion. This
concept conflicts with the 2012 Agraemerit, and asaqclated August 10, 2012 baseline
schedule, which call fer a complete (equipment loaded) GA-20 module to be set on its
foundation by January 19, 201 3.

Your October 2, 201 3.letter went on te state

The Consorgum is taking additional management measures to add
certainty to ttds schedule, Resources have been added to engineering to
reduce the backlog of EtkDCRs and NttDs and improve the turnaround
time to disposiTion these items. Personnel from Lake Charles have been
located at the V.C, Summer site to perlbim final inspections and document
closeout Resouroes have been added to the modules team to repair cr
rework any conditions identified on tha sub-modules and; prepare them for
assembly. A daily Lake Charles Plan of the Dsy process has been
implemented to drive schedule, elevate issues and resolve problems.
Weekly CBI seriior management review and monitoring of Lake Charles
progress against the plan has been established. Iftileat&ne Iiiianagers ara

CONFIDENTIAL SCANA RP0304609
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being added to the site team to driye schedule snd accountability for
module assembiy and placement, We believe that actions such as these
will improve performance.

Although this letter does not amend the EPC Agreement or modify our
commercial positions, we commit our support to the Project in achieving
the schedules provided hereirr, We will maintain frequent and transparent
c'ommunlcagons with your staff to ensure that sny significant change iri

schedule is raised and understood. We encourage SCANA to monitor our
schedules Snd provide immediate feedback if they are not meeting your
expectations.

Qf the CA-20 sub-modules remaining to be delivered asof this date, seven Were

earmarked for delivery to the onsite quarantine area for completion of document
processing and minor repairs. These sub-modules were not ready to ba inocrpurated
into the construction.

Weekly module update calls began on October 14. By December, however, the
level of participation by Consortium management had begun to wane, "Frequent snd
transparent" communications dtd not materialize, and we have not received "immediate
feedback" when we have raised schedule issues.

Ih our letter of October 2'I, 201 3, we stated:

You have represented that this schedule embedies the Consorgum's.
realistic etrgectations concerning performance of Unit. 2 work and its
commitment tc achieve Unit 2 substantial completion date. by
December 15, 2017.

We appreciate, the Consortium's efforts in prepadng these schedules and.
the Consortium's ccmmgmsnt fo allocate additional resources and: to
perform as to. achieve Unit 2 substantial comple/ion by December 15,
2017. We must remind you,. however, that the Consortium remains
contractually committed to the dates fcr substantial cornplegon stated in
the July 11, 2012 Letter Agreemsnt. As you correctly noted, ths schedules
in no way arriend the. Agreement, In the Letter Agreement, the parties.
agreed to s Unit 2 Guaranteed Substantial Completion Date of March td,
2017, and a Unit 3 Guaranteed Substantial Completion Date cf May 15,
2018.

G. Desi Defrcis siss Came To Li ht Dud S t be 2013 its
A~hl

CONFIDENTIAL SCANA RP0304610
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Gn September 3, 2013. Westinghouse informed us that it had idsntigsd problems
with the design of CA-04. The Consortium had planned to set that module on ths
Nuclear island in. September 2013, but it delayed'hat work because of the need. to
Incdify the concrete foundation. The fcundagon placement was then put on holtf during
the foundation redesign and associated procuremsnt,

H. Mo le Status In December 2013

By December 4, 2013, ail 72 CA-20 submodules had finally been delivered to
the sits, although 30 of'them required documentation processing and repairs at the on-
site quarantine area. The modifjcatien effort continued well into2014.

On Janus', 2014, Vyestinghouss informed us that six Engineedng snd Dssrgn
Coordination Reports (EtkDCR) had to be completed before placement of CA-20. It also
advi'sed us that another sixteen ESDCRs would need to be completed after placement
of CA-28, but before placement ot'wali concrete.

As of Fsbntary 2014, none of the 47 CA-01 sub-modules bad been delivered,
although 20 should have been delivered by then, according to lbs. October 2, 2013
schedule.

I. IN d I Stat sin M rch20 4

The Consortium has been providing our construction tssm with daily email
updates relating to GA-20, but the updates. continue to illustrate performance
shortcomings. Ths March 11, 2014 email update reflected an an-hook date of March 31.
The email updetes of March 12 and 13 reflected the same date, but stated that such.
d'ate was "in jeopardy" and pending management review. The March 14, 15„17 and 18
smail updates all reflected a date of April 7 for this activity. Those from March 20, 21,
22, 23, 25; 26 and 27 all stated that the April 7 date was "under review," Beginning on
March 28, the smail updates stated that the on-hock date had slipped again te May 10.
In short, the projected on-hook date for CA-20 continues to slip and, by ths end of
March, we were farther away from completion of that activity then the Consortium had
stated we wars st the beginning of March.

The Consortium's. progress wiih CA-01'as also been poor. Westinghouse hss
inforrred us that it is reviewing its design for that module and future changes could
delay its placement. Dus to these design issues, documentation approving placement of
CA-01 is not expected until August 31, 2014.

CONFIDENTIAL SCANA RP0304611
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IV. DESIG ISSUES AVE' TRIBUTED T THE PROJEC 'DELA

A. ~IFC e I~nD ate

Other design issues, in addition to those identified abave, have eisa delayed the
project snd ara expected to cont!ibute to future delays. Foremost among thew is the
delayed completion of Issued For Construction (IFC) drawings. The IFC percentage
complete is the Cowortium "s primary metric for evaluating the status of design. That
information shows that the Consorfrum has failed to meet.expectatlans for design
finalization and has misjudged ite oWn performance.

The Consortium's: early reports of design progress were optimistic. For example„
ln the March 1T,. 2011 Monthly Project Review minute's, the Consorgum reported that il

had delivered 90.4@k of the scheduled IFC documents. As s result, the Consortium
stated, "Design finalization is coming to an end snd transitionlng to support the Certified
for Construction (CFCj design."

The May 19, 2011 Monthly project Review minutes oontinued to reflect
sat!sfaotory progress. They reported Westinghouse's statement that design finalization
was considered to be complete by the. Department of Energy (DOE), and according to
WEC's definition. Theminutss eisa reporled Westigghauke"s asti!nate that the design
was 9'/o complete. In addition, they reported Westinghouse's statement that the
remaining engineering had been defined in a resource-loaded schedule, which it would
use to monitor progress ta completion,

The. octabsr 20„2011 Monthly, Project Review minutes reported westinghouse's
statement that site-specific engineering wss winding down and that design finalization
should be complete in the. summer of 2Q1 2.

The Consortium began reporting design delays in May 2012, when you advised
us that you would not meet ths October 11, 2012 schedule far many of the IFC

packages. On December 31, 2Q13, the Consortium reported to.us that ths IFC design
documents wsie ncw only 94/0 camplste. The cansortiurn cordinued this trend, of
revising design progress downward. On March 31, 2014, 'INestinghouse reported that
the IFC documents were only 86~/0 complete.

B. Desi nissueslm actNuclsarlsisndCIvill truetu I War

Vyestinghouse's many design changes have also adversely impacted the Nuclear
Island (Nl) civil/structural work. One example concerns the A2 I wall in the Auxiliary

CONFIDENTIAL SCANA RP0304612
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Building, which is a fairly simple reinforced concrete wall. Two of the construcbon
packages are V82-121 0 COW 003 (rabber/embeds for I wall areas 4 and 5) and VS2-
121,'0-CCW-001 (concrefe for I wall areas 4 and 6), There were 109 unique ESDCRs
between the two work packages. Ninety-two (92) ef the E&DCRs were WEC initiated.
This wall placement waa delayed several weeks due to the design darifications and
changes.

C. Desi issues Are ukdin 16 L nse endment Re uests

The lack ef WEC design maturity is evident in the hlgll numbers of l,,!cense
Amendment Requests (LARs) and Departures to the Final s'afety Analysis Report
(FSAR) being submitted,. As noted'n the April 17, 2014 project status review meegng,
90 LARs have been identified; the NRC has approved 11 LARs; and 15 LARs are under
NRC review. Th'e following ars three examples of these lARs and their importapce:

LAR 13-01/WEC (AR 54 (base mat shear reiriforcelnsnt design
spacing requlrsmerrts) adversely impacted fhe schedule for Unit
2 nuclear island base. mat concrete placement.

o LAR 13-02/WEC LAR 55 (base mat sheer reinforcement design
details revising the licensing basis from ACI 349 to ACI 316) also
a'dvsrsely impacted the schedule for Un!t 2 nuclear island base
mat concrete placemsnL

LAR 14-01/WEC LAR 60 (Auxiliary. Building structural details)
has adversely impacted the schedules for construction ef
Auxiliary Building walls and floors and construction of structural
module CA 20.

Furthermore, we anticipate that LAR 13»33A/VEC LAR 53 (condensate return in the
Containment Building} will impact construction progress. The same is true of LAR 14-
07/WEC LAR 78 (CA04 teleiances); LAR 14-05/WEC LAR 72- CA05; LAR 13-13/VVEC
LAR 02a (Turbine Building structural layqut, which has been approved for plant Vogtle);
and LAR 13-14/VVEC LAR 08 (Battery Rooro changes), We also anticipate that an LAR
wIII be needed for coating thermal conductvity methods, which will impact Containment
Vessel ring 1.

In addition to the LARs, the Consortium has also had a large number of
Departures. The April 17, 2014 project status report states that 596 Departures have

CONFIDENTIAL SCANA RP0304613
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been identified. Of these 237 are in process and 356 are in the queue. These
Departures do not require NRC review but have the potential for impacting the project
schedule due to Westinghouse's design changes.

V. OUR FRUSTRATION CONTINUES TO MOUNT

As a result of these events, our frustration continues to mount. You have made
promise after promiae, but fulfilled few of them.

We are aware that the Consortium is in the process of preparing yet another re-
baseline of the project schedule. We are entitled to a re baseline schedule that reflects
all mitigation measures reasonably possible to ensure completion of Units 2 and 3 on or
near the currently projected completion dates. Please note that this statement of our
rights is not an acceleration order. The currently projected completion dates are already
past the dates to which the parties agreed in the 2012 Agreement. The delays since
then have been solely the Consortium's fault, Thus, you are contractually obligated to
take the steps necessary to mitigate the delays at your own expense.

Your unexcused delays will cause our project costs to increase greatly. We
intend to hold you strictly to all provisions of the EPC Agreement and expect you to
reimburse us for all our additional costs.

We have prepared a pregminary estimate of the added costs associated with

your most recent completion projections, that is, completion of unit 2 in either the fourth
quarter of 2017 or the first quarter of 2018 and a similar delay to completion of unit 3.
Based on such delays, we estimate that we will incur about $1 50 million in additional
site costs, and will be entitled to about $ 100 million in liquidated damages. If you fail to
meet your most recent completion projections, these amounts wig be even higher. We
are in the process of investigating other additional costs that we are incurring due to the
unexcused delays or associated changes to your work plan. We will advise you of their
categories and amounts once we have completed our investigation.

Any future delays to those projections will require further adjustments to the
payment schedules.

CONFIDENTIAL SCANA RP0304614
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Vl, ~CO . C~LQg
It rs imperative that the Consortium demonstrate a renewed commitment to this

project. To help achieve that„we. wish to discuss these performance defjctenctes agd
associated delays with you, ss well as the measures ihet you irdend to take to mitigate
the delays. We also wish to explore with you the extent to which the Consortium's
unexcused project delays constitute breaches of material provisions of the EPC
Agreement.

Respectfully,

Lonnle N. Carter

President 8 CEO Santea Cooper

Kevin S, Marsh

President 8 CEO SCANA

CONFIDENTIAL SCANA RP0304615
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For Immediate Re/ease

SCANA Media Contact:
Rhonda O'Banion
800-562-9308
. I'onda.obanion scana.corn

SCANA Investor Contact:
Christina Putnam
803-217-7512

SCE&G Completes Nuclear Island Basemat Placement for V.C. Summer Unit 3

CAYCE, S.C., Nov. 4, 2013—South Carolina Electric & Gas Company (SCE&G), principal subsidiary of
SCANA Corporation (NYSE:SCG), completed on Nov. 4, 2013 placement of the nuclear island basemat for
V.C. Summer Unit 3 in Fairfield County, S.C. This major milestone comes just seven months after SCE&G
poured the first new construction nuclear concrete in the U.S. in three decades for its Unit 2 nuclear island.

"We are again proud to have accomplished such a significant milestone as our new nuclear construction
project progresses," said Kevin Marsh, chairman and CEO of SCANA. "This is another example of our
outstanding collaboration with Santee Cooper, CB&l, Westinghouse Electric Company and the many other
stakeholders who play a role in providing South Carolina with the best solution for meeting the long-term need
for clean, safe, and reliable power."

"This successful basemat placement is a testament to the hard work by all involved," said Lonnie Carter,
president and CEO of Santee Cooper. "We have come a long way since getting our combined construction and
operating licenses in March 2012, and this milestone gets us one step closer to the finish line and the many
benefits these units will provide for our state."

The basemat provides a foundation for the containment and auxiliary buildings that are within the nuclear
island. Measuring 6 feet in thickness, the basemat required approximately 7,000 cubic yards of concrete to
cover an area about 250 feet long and 160 feet at its widest section. This approximately 43-hour continuous
pour of concrete covered a surface totaling 32,000 square feet.

About 2,000 workers are currently involved in constructing two new reactors at V.C. Summer, where Unit 1 has
operated safely and reliably for 30 years. The new nuclear project will peak at about 3,000 workers over the
course of three to four years. The two 1,117-megawatt units will add 600 to 800 permanent jobs. Once the two
units are complete—Unit 2 currently scheduled to be in late 2017 or early 2016, followed by Unit 3—SCE&G
anticipates its generation mix will be about 30 percent nuclear, 30 percent natural gas, and 30 percent
scrubbed coal, with the balance in hydro, solar and biomass.

SCANA and SCE&G post information from time to time regarding developments relating to SCE&G's new
nuclear project on SCANA's website at www.scans.corn. On SCANA's homepage, there is a yellow box
containing a link to the New Nuclear Development section of the website. That section in turn contains a
yellow box with a link to project news and updates. Some of the information that is posted from time to time
may be deemed to be material information that has not otherwise become public, and investors, media and
others interested in SCE&G's new nuclear project are encouraged to review this information.

PROFILE
South Carolina Electric & Gas Company is a regulated public utility engaged in the generation, transmission,
distribution and sale of electricity to approximately 675,000 customers in 24 counties in the central, southern

CONFIDENTIAL SCANA RP0465623
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and southwestern portions of South Carolina. The company also provides natural gas service to approximately
325535 t i 33 ti i ii t t .M i t ti 5 tECE&Gi 't Et

SCANA Corporation, headquartered in Cayce, SC, is an energy-based holding company principally engaged,
through subsidiaries, in electric and natural gas utility operations and other energy-related businesses.
Information about SCANA is available on the Company's website at www~~n~m.
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Crasis, Michael

From:
Sent:
To:
Cc
Subject:

Crosby, Michael
Wednesday, October 14, 2015 1:12 PM

Carter, Lonnie
cwrauCebechtetcom
*** Confidential *** Bechtel Assessment (Preliminary - Bullet Notes)

Lonnie,

Carl has provided (you/me) preliminary bullet notes from the Assessment (see below) ... SCEtkS has not seen this yet.

I do not see any real surprises ... the Bechtel projection on commercial operation dates is sobering.

Once a CEO meeting is scheduled ... Carl will work to schedules sit-down meeting with Byrne & me ... and also a
separate meeting with Jeff Archie's staff ... but he needs to get you and Kevin nailed down first.

Per Carl ... the CEO meeting is looking like the 22" or 23". Marty told me your schedule was betteron the 23'.

Thanks,
Michael

From: Rau, Carl (mailto:cwrauogechtekcom]
Sent: Tuesday, October 13, 2015 3:55 PM
To: Crosby, Michael
Subject: [EXTERNAL SENDER] Bechtel Assessment

Michael,

The attached is hot off the press, Preliminary Assessment, which will form the basis of our presentation to the execs. I did
not include recommendations as they are still in development but will be part of the exec review.

Call with questions,

Carl

Sco e of the Assessment

Evaluate the status of the project to assess the Consortium's abikty to complete the project on the forecasted
schedule.

Focus was not on cosi.

Team comprised of 10 senior managers from the following functional areas — project Management, Construction,
Project Controls, Engineering & Licensing, Procurement, and Startup.

~Pli i Fi di

Project Management

Confidential Treatment Requested by Santee Cooper ORS 00006tt4
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~ The project management approach used by the Consortium does not provide appropriate visibility and accuracy
on project progress and performance.

There is a lack of accountability in various departments in both the Owner's and Consortium's organizations.

~ e onsortiums ac o prolectmanagementintegration e.g.,resoutiono constructs iityissues isa
significant reason for the current construction installation issues and projecl schedule delays.

~ The current hands-off approach taken by the Owners towards management of the Consortium does not allow for
real-time, appropriate cost and schedule mitigation.

~ The WEC-CB&t relationship is extremely poor caused to a large extent by commercial issues.

~ The overall morale on the project is low.

Project Controls

Our preliminary assessment of the project schedule is that ihe commercial operation dates will be extended:

~ Unit 2: 18-26 months beyond the current June 2019 commercial operation date.

'nit 3: 24-32 months beyond the current June 2020 commercial operation date.

The probability range is approximately 50%-75%.

The Consortium's forecasts for schedule durations, productivity, forecasted manpower peaks, and percent
complete are unrealistic.

The Owners do not have an appropriate project controls team to assess/validate Consortium reported progress
and performance.

Construction productivity is poor: Unit 2 is 2.3, Unit 3 is 1.6

~ Manual and non-manual sustained overtime is negatively affecting productivity.

~ CB&l's work planning procedures are overly complex and inefficient, directly affecting craft productivity.

~ Aging of the construction workforce is impacting productivity.

~ The indirect to direct ratio is very high at 157% (typical mega nuclear project is 35-40%).

~ Field non-manual turnover is high at 17.4% per annum

~ The current construction percenl complete per month is only 0.5% versus plan of 1.3%.

~ The workable backlog is significantly more than the current craft workforce.

~ The project safety, housekeeping, and quality records are very good.

Engineering and Licensing

Based on the team's observation of current civil work, the issued design is often not constructible (currently
averaging over 600 changes per month). The complexity of the engineering design has resulted in a significant
number of changes to make the design constructible.

~ The construction planning and constructability review efforts are not far enough out in front of the construction
effort to minimize impacts.

Confidential Treatment Requested by Santee Cooper ORS 00006115



ORS EXHIBIT GCJ - 12 
Page 274 of 274

ELEC
TR

O
N
IC
ALLY

FILED
-2018

Septem
ber24

10:06
PM

-SC
PSC

-D
ocket#

2017-370-E
-Page

26
of26

Resolution of many Engineering and Design Coordination Reports (E&DCRs) is behind schedule. The E&DCR
backlog is not decreasing.

Engineering staffing remains extremely high for this stage of the project (around 800 lotal engineers for WEC and
CB&l); however, the staffing is needed to complete the design and provide support to construction.

There is significant engineering and li

design completion, ITAAC closure, etc Much of this remaining engineering will potentially impact construction.

119 license amendment requests (LARs) and 657 departures have been identified to date. This is a significant
project workload that is well planned and scheduled and Interactions with the NRC are good. Emergent issues
potentially requiring NRC approval of LARs remain a significant project concern.

Procurement

The amount of stored material onsite is significant creating the need for an extended storage and maintenance
program. Inventory validation in the yard is only at 48% accuracy.

The current min-max warehousing program is insufficient for the scale of the construction efforl which is impacting
productivity.

Startup

~ The startup test program schedule is in the early stages of development.

The current boundary identification package turnover rale appears to be overly aggressive and not consistent
with the current construction completion schedule.

WAIINING — This e-mail message originated outside of Santce Cooper.
Do not click on any links or open any attachments unless you are confident it is front a trusted source.
If you have questions, please call the IT Support Center at Ext. 7777.
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